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these kinds of missiles that are being 
developed by rogue nations. That, 
somehow, just doesn’t seem to make 
sense. 

And when you see that we have the 
capability of putting one of these sys-
tems into the air like this, and we can 
basically buy the lives of millions of 
people in a city for this kind of invest-
ment. 

Now, I am going to ask my friend 
from Arizona here, you know, is this a 
big part of the defense? My under-
standing is we are only talking about 2 
percent of the defense budget to be able 
to do this to protect our citizens. That 
doesn’t seem like too much. Am I 
about right on the numbers? 

Mr. FRANKS of Arizona. No, you are 
essentially correct. The budget was 
about $9.4 billion. It is being cut about 
a $1.5 billion and then some of the 
other systems are being moved around 
to where the total effective cuts are 
about $1.8 billion. 

But here’s the bottom line. All of the 
money that we have spent on missile 
defense is just a little over $100 billion 
since we started 25 years ago. And it 
took almost that much just to clean up 
after 9/11 hit New York, and 9/11 cost 
our economy about $2 trillion. 

So if we are talking about being cost- 
effective here, we should remember 
that if that attack on New York that 
morning had been an ICBM with, say, 
100-kilo ton warhead, it would have 
killed maybe 120,000 people instanta-
neously and half a million more within 
a couple or 3 weeks. 

I am just astonished that we are so 
shortsighted that now, in this kind of 
an age that we live in, that we would 
cut missile defense. And I pray that we 
don’t have to, in some future date, look 
back on this debate and say how could 
we have forgotten? If we build a system 
and we don’t need it, then it must have 
worked. 

And I would just say in closing that 
I will be glad to apologize if we build 
one that we don’t have to use, but I 
don’t want to stand before the Nation 
and have to apologize to them for fail-
ing to building a system that could 
have protected them. 

Mr. AKIN. My good friend from Ohio, 
Congressman TURNER, please fill in 
some more of the details here, because 
you are the person in the committee 
that’s really paying attention to this 
and we really appreciate your leader-
ship on this. 

This is so important, a lot of times I 
am sure your constituents are on you 
to do all kinds of things, and they 
probably don’t realize how much time 
and attention you have to give to some 
of these issues. But we appreciate you 
and we are very thankful that the peo-
ple of Ohio send you here. 

Mr. TURNER. Again, I want to thank 
you for your focus on this because 
there is an information gap, I think, 
between our capability of what we are 
able to do and what the American peo-
ple know that we can do. So many 
times when people talk about missile 

defense, they remember the past criti-
cisms, that this is a system that would 
not work, it’s an impossible task. 

Well, this is a system that not only 
works, it’s deployed. And many people 
are not aware that we actually have 
missile defense systems that are de-
ployed for the purposes of protecting 
the United States from the threat of 
North Korea. Again, as you and I were 
discussing, it’s an incomplete system 
in that we have not fully deployed all 
of the system that’s necessary to pro-
tect the United States. But, again, this 
is a system that has not only been test-
ed fully, responds to some of the 
threats that we have, but it’s actually 
deployed. 

Now, it is just the first phase of a 
system. We have to continue our re-
search, continue the American inge-
nuity that is so great. The missiles 
that you have behind you that are able 
to intercept are so important, again, 
and technology that people said would 
not work. 

We have other technologies that we 
need to explore; for example, the air-
borne laser, being able to take high di-
rected energy and actually apply them 
to some of the missiles that threaten 
us. That’s the technology that’s so im-
portant to pursue. 

Because as we pursue research and 
development, as we pursue testing and 
find out the ways in which we can uti-
lize this, these technologies to protect 
ourselves, we are going to perfect it. 
We are going to find the American in-
genuity that we all know and apply it 
in ways that protect our families and 
our communities and our cities. 

Mr. AKIN. There is one thing I prom-
ised that I was going to toss in here, 
and this is something that I don’t 
think people understand. We need to 
answer this question, and that is, if 
somebody could smuggle a nuclear 
weapon into our country, why do we 
care so much about something on a 
missile? 

And the answer is that when a nu-
clear weapon is exploded high over a 
city, the amount of damage it does is 
hundreds of times what would happen 
if it were on the ground. 

And I think that’s something that 
people forget, that it’s a combination 
of the missile getting the altitude and 
no problems with security, and then all 
of a sudden you have this tremendous 
burst in the air over a city, just wreaks 
absolute havoc and kills millions of 
people. I want to make sure you hit 
that point, because people say, oh, this 
is a waste because somebody could just 
bring it in a suitcase. Not so simple. 
Please talk to that point. 

Mr. TURNER. I think the real easy 
answer as to why we should have mis-
sile defense is because our adversaries 
are so interested in funding missiles, 
and they obviously see that missiles 
are a way that they put us at risk be-
cause they are investing so heavily in 
it, in research and technology. And we 
are seeing in the rogue nations, now 
North Korea and Iran and their capa-

bilities, the fact that they are reaching 
for these shows that we need to reach 
for the defense. 

One area that I wanted to raise and 
that I know that we need investment 
in is in the area of intelligence and our 
space capabilities that give us the eyes 
and ears and the ability to understand 
what some of the threats are, to be 
able see them, to be able to respond. 

It is good to bring this information 
to light for the public, because people 
need to know what’s out there, what 
we are capable of, but also what is left 
to do. 

Mr. AKIN. It is such a treat for me 
tonight to be able to share this time 
with my colleagues, people who are pa-
triots, good friends of mine, people who 
love this country, want to see our cit-
ies and our citizens defended, people 
who continue in the tradition of Ron-
ald Reagan. 

I am a little bit surprised that we 
want to be cutting these programs. I 
don’t think it’s the right thing to do. 

I don’t think if the American public 
knew about our vulnerability, knew 
about the development of North Korea 
being able to fire missiles from North 
Korea and actually hit parts of Amer-
ica, this is not something that we want 
to play around with. We want to have 
a robust capability, and we need to 
make that investment, and the idea 
that we don’t have enough money is 
absolute foolishness. 

f 

PREDATORY MORTGAGES AND 
FORECLOSURES 

The SPEAKER pro tempore. Under 
the Speaker’s announced policy of Jan-
uary 6, 2009, the gentleman from Mis-
souri (Mr. CLEAVER) is recognized for 60 
minutes as the designee of the major-
ity leader. 

Mr. CLEAVER. Mr. Speaker, when 
Barack Obama was sworn in as the 44th 
President of the United States, there 
were a number of statements that were 
subliminally made to the Nation and, 
indeed, to the world. And one of the 
statements was that we, as a Nation, 
had moved significantly from the days 
of not only chattel slavery but even 
the days of Jim Crow and the bitter 
segregation that enveloped the entire 
United States. 

I can remember growing up in Texas, 
in Wichita Falls, Texas, and my father 
purchased a home in what was then, 
very clearly, what was known as a 
white neighborhood. And when my fa-
ther purchased the home across the 
street from, I think, a shopping center 
that was going to be built, a strip shop-
ping center, he had to move the home 
from its location to the east side of the 
tracks, where the African American 
community lived. 

He purchased the home, hired a mov-
ing company that moved homes, and 
the home in which my father lives in 
today, the home in which I and my 
three sisters grew up in now stands at 
818 Gerald Street in Wichita Falls, 
Texas, and it has been moved, prob-
ably, 8 miles from where it was built, 
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because in those days African Ameri-
cans could not live on the other side of 
the tracks. 

b 1745 
Now while I speak very clearly and 

experientially about Wichita Falls, 
Texas, please understand that was the 
case all over the length and breadth of 
the United States. We had problems 
where the banks would not lend money 
to purchase homes in certain neighbor-
hoods. It was called ‘‘red-lining,’’ 
where if a white homebuyer wanted a 
home, it was clear that the banks 
would not sell them a home or would 
not finance the home in certain areas, 
and they would only finance homes in 
certain areas for African Americans 
and to some degree to Hispanics. And 
this went on in our country for years 
and years and then decades and dec-
ades. 

And then, finally, as our Nation 
began to experience what I like to call 
the ‘‘Great Awakening,’’ we found that 
Martin Luther King, Jr. and Whitney 
Young really began to change things. 
And things began to change, really, in 
the 1950s with Brown v. Topeka Board 
of Education. And then with the move-
ment, the Southern Christian Leader-
ship Conference, Martin Luther King, 
Jr., when you look at what was going 
on with the NAACP, the Urban League, 
and I think a beginning of an awak-
ening by all of the country, things 
began to change, albeit very slowly. 
And we had the Voting Rights Act ap-
proved. We had the Civil Rights Act of 
1964, 1965. 

And then by the 1970s, there was, for 
the first time, a very clear movement 
of the United States Congress toward 
creating some kind of a society that 
would allow all Americans to enjoy the 
benefits of America. And so, in 1977, 
the Congress of the United States put 
in place something called the Commu-
nity Reinvestment Act. It is called 
CRA. And in this act, there was an at-
tempt by Congress to address discrimi-
nation in loans made to individuals and 
businesses from low to moderate in-
come neighborhoods. 

Now, this is important because fi-
nally in 1977—and I know probably for 
young people who may be watching 
this broadcast on C–SPAN, they prob-
ably are having difficulty even grasp-
ing the fact that in 1977 the Congress of 
the United States had to pass a law 
that would stop the redlining that 
pretty much pushed African Americans 
and Hispanics in certain neighbor-
hoods. They don’t see that as much 
today, although we are still, unfortu-
nately, still bitterly segregated in 
terms of housing. But in 1975, to reduce 
discrimination, Congress moved to pass 
the Community Reinvestment Act. 
That was a major piece of legislation. 

And while many Americans probably 
don’t even know what CRA is, this is 
an opportunity for you to understand 
what began to change the whole hous-
ing drama in the United States of 
America, the Community Reinvest-
ment Act. 

This act began to cancel out, to 
erase, the practice known as ‘‘red-lin-
ing.’’ And in this Community Reinvest-
ment Act, it required that appropriate 
Federal financial supervisory agencies 
would regulate financial institutions to 
meet the credit needs of the local com-
munity in which they were chartered, 
consistent with, I might add, safe and 
sound operations. And that is impor-
tant, and I will get to that in just a 
moment. 

The agencies that have been commis-
sioned with the responsibility for regu-
lating these agencies, I think most peo-
ple would know who they are. They 
would be the FDIC, they would be the 
Federal Reserve, they would be the Of-
fice of the Comptroller of the Cur-
rency, the OCC, and the Office of Thrift 
Supervision, the OTS. And those agen-
cies would have the responsibility to 
monitor what banks in the United 
States did to make sure that they did 
not arbitrarily and capriciously ex-
clude entire segments of cities for 
loans both in terms of residential 
homes and in terms of businesses. And 
therein, Mr. Speaker, we began a new 
chapter in the United States. 

At this time, Mr. Speaker, I would 
like to yield time to my friend and col-
league from Houston, Congressman AL 
GREEN. 

Mr. AL GREEN of Texas. Thank you 
so much, Congressman CLEAVER. I 
greatly appreciate the history that you 
have afforded us. It is meaningful for 
us to understand history, because in 
understanding history, we can under-
stand the benefits that have been ac-
corded by way of the CRA. The CRA 
has clearly been of great benefit to all 
Americans, because when you help 
some Americans, you really do help all 
Americans. Dr. King reminded us that 
‘‘life is an inescapable network of mu-
tuality tied to a single garment of des-
tiny.’’ Whatever impacts one directly 
impacts all indirectly. So by directly 
helping some, we have indirectly 
helped all Americans. 

And I regret that there are many who 
contend that the current credit crisis 
is based upon some of the actions that 
the CRA might have mandated, which 
is totally not true. It really is not. And 
there does come a time, there really 
does come a time when every woman 
and every man must on truth stand. So 
tonight, I appreciate what you have 
said because I think we have to take 
the ax of truth and slam it into the 
tree of circumstance. And we just have 
to let the chips fall wherever they may, 
because there really is some truth in 
the notion that the truth will set you 
free. So let us see if we can free some 
souls as it relates to the CRA and its 
benefits to all Americans. 

You see, the truth is that the Com-
munity Reinvestment Act that Con-
gressman CLEAVER has given us a great 
recitation of its history, of the history 
of the act itself, the Community Rein-
vestment Act did not cause the current 
credit crisis. Now if you don’t believe 
me, perhaps you will believe the Honor-

able Mark Morial. I have in my hand a 
copy of his testimony before the Sen-
ate Banking Committee on Thursday, 
October 16, 2008. In his testimony, he 
indicates that the CRA is not the cause 
of the current crisis. This may not be 
enough for some people. If you don’t 
believe Mark Morial and you don’t be-
lieve me, then maybe you will believe 
the Honorable Ben Bernanke, who is, of 
course, the head of the Fed. He has a 
letter that he has written to the Hon-
orable ROBERT MENENDEZ, who is a 
member of the United States Senate. 
And he indicates that the CRA is not 
the cause of the crisis and that there is 
no evidence to support this. 

And if this is not enough, then per-
haps a summary from the analysts over 
at the Board of Governors of the Fed-
eral Reserve system. They have indi-
cated by way of a report that the CRA 
is not at the root of the current crisis. 

So the truth, you see, is this, that 
the CRA has been of great benefit, that 
it does not regulate lending, that it 
does not legislate and that it does not 
mandate. The CRA does not even apply 
to all financial institutions. And I can 
really understand how some people 
might conclude, based on some of the 
propaganda that I have heard, that the 
CRA regulates lending worldwide. But 
it really does not. It doesn’t apply to 
all institutions within this country. 
For example, it doesn’t apply to finan-
cial institutions like the defunct Coun-
trywide, which at one time was one of 
the largest lending institutions with 
reference to mortgages in this country. 
It does not apply to financial institu-
tions like the ruined Bear Stearns. It 
doesn’t apply to AIG. It did not apply 
to Lehman’s. 

The CRA has been an institution and, 
if you will, it requires lending institu-
tions to lend money into areas that 
had been redlined, as you indicated, 
and had literally been locked out of re-
ceiving the financial bootstraps that 
many communities receive so as to lift 
themselves out of poverty by way of 
wealth building through home pur-
chases, as well as some other things 
that transform houses into worthwhile 
neighborhoods to live in. 

Approximately 70 percent of the fore-
closure filings from January 6 to Sep-
tember 8 took place in middle to high 
income, non-CRA-related neighbor-
hoods. Now it is important to note that 
the CRA, while it does encourage lend-
ing, it doesn’t mandate it. And the 
lending that did take place with ref-
erence to foreclosures, 70 percent of 
this lending that took place between 
September of 2008 and January of 2006 
was in higher income neighborhoods, 
income neighborhoods that the CRA 
did not address. I will call them non- 
CRA neighborhoods. 

The CRA doesn’t regulate. It simply 
says that banking institutions are en-
couraged to cover and relate to and 
lend to all segments of the commu-
nities that they serve. And they are to 
do so without goals, they are to do so 
without targets, they are to do so with-
out quotas. The CRA doesn’t encourage 
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bad lending. It doesn’t mandate bad 
lending. It doesn’t condone bad lend-
ing. It doesn’t generate any loans. The 
CRA does not regulate nor does it cre-
ate any of these exotic loans that we 
are aware of. And many of them are at 
the root of this subprime crisis. 

So I’m honored to tell you, Mr. 
CLEAVER, and I thank you for your his-
tory, that the CRA has been of great 
benefit to us. And I regret that there is 
a distortion of the facts that relate to 
the CRA and what it has meant to us. 
I think that we have an opportunity to-
night to clear up some of the confusion 
and to make clear what the benefits of 
the CRA are and to also talk about 
some of the areas wherein the other in-
stitutions, other than the CRA—and I 
call it an institution, it is really an act 
of Congress—but wherein other institu-
tions have created products that have 
created a lot of the subprime crisis 
that we suffer from today. 

So I will yield back to you and trust 
that as we go through this process to-
night, we can talk about some of these 
products. And I’m prepared to talk 
about a few of them. I will go ahead 
and talk about just a couple if I may. 

I will talk about the exploding ARMs 
that were not created by the CRA and 
not regulated by the CRA. You’re 
aware of them, the 327s and the 228s 
wherein persons literally had 2 years of 
a fixed rate and 28 years of a variable 
rate. They had a teaser rate that 
would, at the end of 2 years, an entry 
level rate that was usually low, at the 
end of 2 years would increase to some-
times 30 to 40 percent of what that 
teaser rate was. And there were many 
other products like this that the CRA 
had nothing at all to do with that have 
helped to create this crisis that we 
have to contend with. 

Mr. CLEAVER. Would the gentleman 
yield? 

Congressman, it may be of some 
value for you to share with us the yield 
spread premium, which is one of the 
critical developments that we find that 
people suffer as they are losing their 
homes. And what has happened over 
the past year is that in the middle of a 
tidal wave of foreclosures, people have 
sought to place the blame on somebody 
or somebodies. And tragically and 
painfully, it has fallen on the poor and 
the minorities. They are being blamed 
for the crisis. 

One of the people I really liked a lot, 
and we had a very good relationship, 
was former Congressman Jack Kemp, 
the former Secretary of the Depart-
ment of Housing and Urban Develop-
ment. He, of course, died, and I think 
all of Capitol Hill is mourning Jack 
Kemp. He was a former quarterback in 
the NFL, and he was a great guy. 

b 1800 

He wrote a book where he talked 
about what happens to the poor and 
how the poor get blamed. I have that 
autographed book in my office in my 
basement in Kansas City. He lays out 
clearly how the poor always seem to 

get the blame. When we say that CRA 
caused this tidal wave of foreclosures, 
it is a way of blaming poor people be-
cause what that means is when the 
government passed the Community Re-
investment Act and said you cannot 
discriminate any more, what is being 
suggested from Capitol Hill, and you 
can hear it at night on the television 
and radio talk shows, is that banks and 
Fannie Mae and Freddie Mac were 
forced to make bad loans, and there 
were a lot of bad things happening, in-
cluding the yield spread premium. 

Mr. AL GREEN of Texas. You are ex-
actly correct. Poor people did not cre-
ate this crisis, and people living in 
areas covered by the CRA did not cre-
ate this crisis. Let us take a look at 
the yield spread premium. The yield 
spread premium says that if you are a 
seeker of a loan for a home mortgage 
and your originator can qualify you for 
a 5 percent loan, by way of example, if 
that originator can get you to take a 
loan for 8 percent when you qualified 
for 5 percent, that originator will get a 
lawful kickback by causing you to go 
into a higher mortgage than you quali-
fied for, and never have to tell you that 
you qualified for the 5 percent pre-
mium. 

That premium that is paid to the 
originator is a part of this process 
which we now call the yield spread pre-
mium. 

This was invidious, and it did cause a 
lot of persons to take out loans that 
were much higher than the loans that 
they qualified for. But to further evi-
dence the fact that poor people didn’t 
create this problem, negative amorti-
zation, many people received loans 
that were negative in the sense that 
you could pay your principal, pay your 
interest, but if you didn’t pay enough 
interest, you would find that that 
which you didn’t pay would be tacked 
on to your principal. 

So you had a loan where your prin-
cipal was growing, and it was growing 
such that you could literally never pay 
for the loan and always owe more than 
you actually decided that you wanted 
to have as a mortgage amount. 

We also had the situation with the 
no-document loans. Poor people didn’t 
get a lot of no-document loans, loans 
wherein you didn’t have to prove that 
you were working. Usually these were 
persons said to be associated with some 
sort of business and they had difficulty 
verifying income, but no-document 
loans were made and they were usually 
in the subprime market, they were ei-
ther the Alt-A loans or subprime be-
cause they were said to be riskier. But 
these loans were not originated be-
cause of the CRA. They loans were not 
mandated because of the CRA. 

I would also call to your attention 
prepayment penalties. There were 
loans that had prepayment penalties 
that coincided with these teaser rates. 
None of this was mandated by the CRA. 
The CRA did not require teaser rates. 
It did not require loans to have prepay-
ment penalties at all. When these pre-

payment penalties coincided with the 
teaser rate, it simply meant that the 
person who wanted to refinance the 
loan when you were getting to that pe-
riod or that time when the loan would 
adjust, would have to pay a large pen-
alty just to get out of the loan into an-
other loan. These teaser rates and pre-
payment penalties became a detriment 
to many people who were locked into 
these 327s and 228s. 

I would call to your attention also 
the fact that there were loans that 
were interest only. The CRA did not 
mandate interest-only loans. These 
loans were loans created by mortgage 
companies. They were loans that were 
originated by entities that were not 
covered by the CRA for the most part. 
And these loans, if they were covered 
by the CRA, institutions that were reg-
ulated by the CRA, the CRA did not 
mandate an interest-only loan which 
means you would simply pay interest, 
not pay the principal and you would 
continually owe after some period of 
time what you started out with as your 
loan amount. 

The CRA did not require credit de-
fault swaps wherein one party would 
agree to pay a second party if a third 
party defaulted. This is what AIG was 
infamous for, these notorious credit de-
fault swaps, not mandated by the CRA. 

The CRA did not cause us to conclude 
that hedging was a good means of man-
aging risk. The CRA didn’t have any 
mandates with reference to hedging 
and hedge funds. 

It did not require outsourcing as a 
risk management means. 

Some of these large institutions were 
literally allowing credit rating agen-
cies to manage their risk because they 
would ask a credit rating agency to 
give them an opinion about a certain 
instrument, and they were relying on 
that as their risk management tool. 
The CRA did not mandate any of this. 

One really important thing, CRA did 
not create the circumstance wherein 
the lender was no longer concerned 
about whether the borrower could 
repay his or her loan. This was not in 
any way mandated by the CRA. It 
wasn’t regulated by the CRA. It had 
nothing to do with the CRA. When this 
occurred, lenders no longer had to con-
cern themselves with the liability asso-
ciated with the loan if there was a de-
fault. 

So originators started simply origi-
nating loans so they could put them in 
the secondary market, and by getting 
them out in that market, they would 
get payment for the loan itself. Some-
body else was now responsible for the 
loans, and the loans were bundled. The 
CRA did not mandate nor did it require 
that these loans be placed in these bun-
dles called securities and sold to inves-
tors. The CRA had nothing to do with 
any of these things. The CRA simply 
said if you are a lending institution 
covered by the CRA, you must lend to 
all persons within your area of influ-
ence. 

And thank God the CRA did this be-
cause there are many persons who but 

VerDate Nov 24 2008 03:26 May 07, 2009 Jkt 079060 PO 00000 Frm 00118 Fmt 7634 Sfmt 0634 E:\CR\FM\K06MY7.121 H06MYPT1sm
ar

tin
ez

 o
n 

P
R

O
D

1P
C

64
 w

ith
 H

O
U

S
E



CONGRESSIONAL RECORD — HOUSE H5289 May 6, 2009 
for the CRA wouldn’t have homes. 
There are many communities that 
would not have been revitalized by dol-
lars that were actually made available 
to communities to revitalize them. 
Nursing homes received CRA moneys 
by way of loan, and the elderly, homes 
for the elderly received CRA moneys. 
The CRA has been a benefit to all 
Americans, and I just regret there is 
this notion afoot by many that the 
CRA somehow created a crisis that it 
had absolutely nothing to do with. The 
empirical evidence is completely con-
trary to this notion that the CRA cre-
ated the crisis. 

Mr. CLEAVER. Mr. Speaker and Mr. 
GREEN, I flew into Washington on Mon-
day of this week and sat next to a gen-
tleman who serves on a board of a 
bank. When he found out that I was on 
the Financial Services Committee, we 
began to talk about the crisis, and I am 
sure that happens to you and all of us 
who end up on this committee at this 
particular time in history. 

During the conversation he said to 
me that at a recent bank board meet-
ing, one of his colleagues on the bank 
board said to him: CRA is going to ruin 
this bank. It is forcing us to give loans 
to people who don’t qualify. 

And he said no matter how he argued, 
the man would not release the notion 
that somehow the requirement that is 
placed on institutions to be fair caused 
the financial crisis. 

I think that the Members of Congress 
in 1977 who had the vision of creating 
or beginning the task of creating an 
America where people could live where 
they wanted would be pleased today to 
know that we have made significant 
progress. We have not made the ulti-
mate progress, but we have made sig-
nificant progress. 

Imagine this, Minneapolis, Min-
nesota, having an entire section of the 
city where banks are not making loans. 
And then as that city goes into decay, 
people would drive back and say, You 
know, poor people don’t take care of 
their property. See what is going on 
over there, not understanding that 
banks were not making loans to that 
area. That was supposed to stop in 1977. 

Now there are banks in my home-
town who are very active in making 
loans in the urban core. There are 
other banks that I think are prodded 
by the passage and the enforcement of 
the CRA. 

I did not have this on the airplane, 
but I wanted to bring it here tonight. 
This comes from chapter 20 of the Com-
munity Reinvestment Act, section 2901, 
Congressional Findings and Statement 
of Purpose. It reads: ‘‘It is the purpose 
of this chapter to require each appro-
priate Federal financial supervisory 
agency,’’ those are the agencies that I 
mentioned earlier, ‘‘to use its author-
ity when examining financial institu-
tions to encourage such institutions to 
help meet the credit needs of the local 
communities in which they are char-
tered consistent with the safe and 
sound operation of such institutions.’’ 

This is in the language of the law. 
And in spite of the clarity of this state-
ment, there are people, even unfortu-
nate and tragically who are part of this 
body, who are still going around on TV 
shows saying that CRA caused the fi-
nancial crisis. 

I would yield to my colleague KEITH 
ELLISON from Minnesota. 

Mr. ELLISON. Mr. Speaker, what 
else are these purveyors of confusion 
supposed to say? 

They have had an opportunity to 
spread deregulation all over. They have 
declined the opportunity for many 
years to pass an antipredatory lending 
bill. They have promoted tax breaks 
for the wealthiest among us. And now 
that they have had the opportunity to 
have a House and a Senate in which 
their particular caucus was in the ma-
jority, they have had a full opportunity 
to manifest their economic ideas, and 
what those ideas have come to has been 
the largest foreclosure crisis since the 
Great Depression. What these economic 
ideas that the poor have too much and 
the rich don’t have enough is that we 
have had serious unemployment spikes 
higher than any that we have seen 
since the early eighties, which was the 
Reagan recession. What we have seen is 
record lows in consumer confidence. 

The fact is you can’t expect the peo-
ple who are purveying confusion re-
garding the CRA to come clean because 
then they would have to admit that it 
is their economic policies that have 
brought forth the economic malaise 
that America is in now. 

In fact, the Community Reinvest-
ment Act is good economics. The Com-
munity Reinvestment Act says that 
what we are going to do is we are going 
to ask banks who draw deposits from 
neighborhoods to also loan to that 
neighborhood. 

The Community Reinvestment Act 
came about based on statistically docu-
mentable evidence of red-lining, which 
is a process whereby lenders and some-
times insurance companies systemati-
cally denied credit to certain commu-
nities, particularly low-income and mi-
nority communities. Importantly, the 
Community Reinvestment Act does not 
prescribe minimum targets nor dictate 
specific underwriting policies. It 
doesn’t even set goals for lending or in-
vestment. Instead, it gives considerable 
discretion to bank regulators and ex-
aminers, and ensures that loans are 
made in a manner consistent, as you 
pointed out, Congressman CLEAVER, 
with safe and sound banking practices. 

Let me just quote from somebody 
who ought to know a little bit about 
banking and the financial markets, and 
that is Fed Governor Elizabeth Duke. 
Fed Governor Elizabeth Duke is a per-
son with a Ph.D. in economics who 
studied these issues, is not known for 
wild statements, and is essentially a 
paragon of reliability and stability. 

Here is her analysis. She says that 
the claim that the CRA, the Commu-
nity Reinvestment Act, caused the cur-
rent crisis is a ‘‘misperception promul-

gated by many who either do not know 
much about the law or don’t like it.’’ 

b 1815 

That’s what Fed Governor Elizabeth 
Duke had to say. 

Finally, Federal Reserve Chairman 
Ben Bernanke has indicated, ‘‘Our own 
experience with the CRA over more 
than 30 years and recent analysis of 
available data, including data on 
subprime loan performance, runs 
counter to the charge that the CRA 
was at the root of or otherwise contrib-
uted to in any substantive way the cur-
rent mortgage difficulties.’’ 

So I have more to say, Congressman 
CLEAVER, but let me share the mic with 
others who have much more to say as 
well. Thank you. 

Mr. AL GREEN of Texas. Thank you. 
I ask that you yield to me. 

Mr. ELLISON. I will certainly yield 
to the gentleman from Texas, Con-
gressman AL GREEN, who is a stalwart 
advocate of consumers, investors, and 
all Americans. 

Mr. AL GREEN of Texas. Well, I 
thank you, my friend. I will pick up 
where you left off because I happen to 
have a copy of the letter that Chair-
man Bernanke sent to the Honorable 
ROBERT MENENDEZ. This ties into what 
you said as well, Congressman CLEAV-
ER. 

In this letter he indicates, ‘‘A recent 
board staff analysis of the Home Mort-
gage Disclosure Act and data sources 
does not find evidence that CRA caused 
high default levels in the subprime 
market.’’ 

He also goes on to say, ‘‘The CRA 
statute and regulations have always 
emphasized that these lending activi-
ties be consistent with safe and sound 
operation of the banking institutions,’’ 
clearly indicating that the CRA is not 
at fault. 

I would like to do this just for a mo-
ment and then we will come back to 
more of why it’s not at fault. But I’d 
just like to say this. Assume for just a 
moment for the sake of wholesome ar-
gument and helpful debate that the 
CRA is at fault, just for a moment. 

Then we have to ask ourselves: As 
those who, by the way, have been say-
ing and continue to say that it’s at 
fault, we would have to ask ourselves if 
they had control of the U.S. House of 
Representatives, the U.S. Senate. They 
had control of the executive branch of 
the government, even had control of 
the Supreme Court, and they had all of 
this at the same time. If the CRA posed 
the hazard that they contend it poses, 
and they said that they made state-
ments at the time that the CRA was 
not functioning as it should, then why 
didn’t they do something when they 
had control of the House, the Senate, 
the executive branch of government as 
well as the Supreme Court? 

It would have been easy to generate 
legislation that could have gone from 
one House to the other. It would have 
been very easy to get the President, 
who apparently would have been in 
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agreement, to sign it. But the truth is 
that the CRA was functioning well and 
has functioned well. 

In times of crisis, it is very unfortu-
nate that the least among us will 
sometimes be blamed for what others 
have done. This is not the time to 
blame the CRA or the persons that the 
CRA might benefit for what has hap-
pened. Why? Because if we do this, we 
will allow ourselves to be distracted 
from the real causes—these exotic 
products. 

And not all exotic products are bad, 
but many of them are harmful and 
hurtful. These exotic products like 
these 3/27s and 2/28s that we talk about, 
exotic products that allowed people to 
get into homes, but it didn’t enure to 
their becoming homeowners. 

We developed a society wherein peo-
ple became homebuyers such that they 
could simply get into a home with no 
assurance that they could pay for the 
loan that they were purchasing. 

So we cannot allow ourselves to be 
distracted with this CRA stalking 
horse, if you will. We must focus on the 
real causes so that we can come up 
with real solutions. 

I would yield to you, Mr. CLEAVER. 
Mr. CLEAVER. Thank you, Mr. 

Green. I think that those forward- 
thinking Members of this body who in 
1977 approved the Community Rein-
vestment Act did a tremendous service 
for all of us. It provided us with oppor-
tunities to buy homes—and our chil-
dren. 

It is refreshing for me to know that 
the young pages who work here in the 
Capitol—we have two helping us to-
night, Raven Tarrance and Jasmine 
Jennings. These pages will not have to 
suffer what my father had to experi-
ence and what our parents and grand-
parents had to experience because, in 
part, the Community Reinvestment 
Act will not allow banks to take depos-
its from people and then not make 
loans to them. And it’s really so ludi-
crous that we have to argue this point 
because the law is so clear. 

I just added another section of the 
law here with us. The bill text of sec-
tion 2903, Financial Institutions Eval-
uation, reads thusly: ‘‘A, in general, in 
connection with its examination of a 
financial institution, the appropriate 
Federal financial supervisory agency 
shall, one, assess the institution’s 
record of meeting the credit needs of 
its entire community, including low- 
and moderate-income neighborhoods 
consistent with the safe and sound op-
eration of such institutions.’’ 

Now, according to recent data, we 
found out that 75 percent of the higher- 
priced loans during the peak years of 
the subprime boom were made by inde-
pendent mortgage companies not oper-
ating under CRA, which means that it 
is absolutely ridiculous to blame CRA 
for the crisis when the institutions 
that ignited the crisis were not oper-
ating under CRA. 

It is so sad that a Nation that is mov-
ing in many ways far beyond where 

most of us thought it would move, at 
least at this moment in time in his-
tory, is still, in part, dealing with 
those who are spreading divisive mes-
sages that CRA, or poor people, caused 
this crisis. 

When you read about the Great De-
pression or when you read about reces-
sions even in foreign countries, for 
some perverted reason, and maybe it’s 
a part of human nature, people always 
look for a villain instead of us saying 
that we had a problem. 

Housing prices in the United States 
rose precipitously for a 50-year period. 
There was not one year during the 50- 
year period that the housing prices did 
not rise. There was no way that they 
could continue to go as such. And so 
eventually they were ballooned, and 
the balloon burst, and what we have 
here is a result of creating a housing 
market that was never real. 

In Washington, D.C., if you walk 
within a couple of blocks of our offices, 
you will find homes at $450,000 to 
$500,000. You go to California, we have 
the jumbo loans out there, with $750,000 
homes that would probably cost, in the 
Midwest, $200,000 or less. 

And so we had this explosion of 
growth and everybody was getting 
their little piece. Everybody partici-
pated in it. People were making bad 
loans because money was plentiful and 
victims were plentiful. There were a lot 
of people who were steered into getting 
these loans. All of us had people in our 
own congressional district to tell us 
horror stories about how they ended up 
in a home underwater, where the mort-
gage owed on the home is far greater 
than the value. 

What we find right now is that those 
mortgages, as my colleague Mr. Green 
mentioned, have been bundled, 
securitized, and then sold on Wall 
Street. When we passed the Toxic Asset 
Removal Program, known as TARP, it 
was designed to remove the toxic as-
sets, mainly mortgages, bad mort-
gages. Toxic assets were bad mort-
gages. If we could move those out of 
the market, then there would be a 
higher level of confidence on the part 
of investors to invest their money. Un-
fortunately, at the time, Hank Paulson 
and President Bush used the money for 
something else. 

It gives me an opportunity to say at 
this time, Mr. Speaker, that I spoke to 
a group of students in an MBA program 
from the University of Missouri-Kansas 
City a couple of hours ago on Capitol 
Hill. I asked them to raise their hands 
if they believed that the Congress had 
approved money to give to the banks. 
Two-thirds of the people raised their 
hands. I think the rest believed that 
they thought they might get a bad 
grade or something, or congressional 
punishment, if they raised their hands, 
so they didn’t raise their hands. But 
probably most of the people looking at 
this program believed that we voted to 
give the money to the banks. 

I would remind the public that we 
voted to approve the Toxic Asset Re-

moval Program to buy the toxic assets. 
It was the Secretary of the Treasury, 
acting with the President of the United 
States, without consulting Congress, 
who decided to move the money from 
its intended purpose that was approved 
right here in this Chamber and give it 
to banks. 

I think that they have been able to 
do that pretty much with impunity be-
cause most of the country probably 
still believes that we sat in here and 
voted to give the money to the banks. 
But the purpose of that was to remove 
the bad mortgages, and the bad mort-
gages did not come as a result of the 
Community Reinvestment Act. 

I yield back to the gentleman from 
Minnesota. 

Mr. ELLISON. Congressman and Mr. 
Speaker, let me just point out for our 
listeners that, today, about 30 percent 
of all homeowners are underwater. 
About 30 percent are underwater. That 
means that the value of their home is 
lower than the debt owed on their 
home. 

This is a very serious and cata-
strophic situation and obviously caus-
ing a tremendous amount of angst, 
consternation, fear, and frustration 
among people across our country. Obvi-
ously, when your house is underwater, 
it might be easier for you to just leave 
the keys and walk away. We urge peo-
ple to try to work things out with their 
lending institution. 

But there’s no doubting that the 
American Congress must be attune to 
the tremendous pain, difficulty, and 
frustration people are facing. When 
people are suffering from frustration, 
sometimes what they need is people 
who are in leadership to help clarify 
what is really going on as opposed to 
people in leadership confusing what is 
really going on. Confusing the issue is 
a very dangerous thing to do. 

I would submit to you that America 
that has done so much to overcome ra-
cial division and may be one of the 
only countries in the world to go from 
a slaveholding society to a society 
where a person who, based on color, 
would have been a slave himself but is 
now President, a person who would 
have been denied a cup of coffee 50 
years before he became sworn in to be 
President, is President. 

This is a tremendous thing and a 
great thing for America. The credit 
goes to people of all colors: black, 
white, red, yellow, brown, everybody. 
But at times like this, it’s important 
to also not allow the racial progress 
America has made to slip back by al-
lowing some people to use code lan-
guage and say that people of color, 
poor whites, are responsible for the 
problem. 

When people are frustrated, they 
need answers. When they need answers, 
they need clarity, not confusion from 
leaders, not fear-mongering tactics as-
signing blame that is not there. And I 
would submit to you that all of us, peo-
ple of all colors, need to stand together 
to clarify what is really going on with 
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the CRA because, in my opinion, people 
who say that the CRA is to blame, 
Fannie and Freddie are only to blame— 
of course, they do have some fault on 
them, but they are not, by any stretch 
of the imagination, the only one. I 
think it is very important that we say 
together as a unified racial community 
that we will not allow racial stereo-
typing as it relates to what caused this 
housing crisis. 

In my opinion, saying that it’s be-
cause of the CRA, knowing that the 
CRA was designed to promote racial 
harmony and opportunity, is a way of 
blaming people of color for the finan-
cial crisis. Now we can debate this 
issue, but I guarantee you, if you were 
to say, ‘‘What does the CRA do?’’ and 
you say, ‘‘It was in response to red-
lining, that’s why it was passed,’’ so 
the question you might ask, ‘‘Well, you 
mean so it was to try to stop racism or 
antidiscrimination?’’ 

b 1830 
And the answer would have to be yes, 

that is what it is for. 
Mr. CLEAVER. I am so glad that you 

brought that issue up because, as I 
mentioned at the beginning, how I 
think this Nation is maturing with re-
gard to the issue of race. It is unset-
tling then to see how there have been 
people—and I am not sure all the moti-
vation and I am not sure it is impor-
tant at this point, why they would con-
tinue to say day after day after day 
after day that CRA caused the crisis. It 
boggles the mind. Our colleague, Mr. 
GREEN from Texas, had mentioned ear-
lier that the chairman of the Federal 
Reserve found it necessary to come out 
and declare that this was not a fact. 

Sandra Bernstein, the director of the 
Federal Reserve’s Consumer and Com-
munity Affairs Division, stated at a 
hearing before our committee, ‘‘I can 
state very definitely that, from re-
search we have done, the Community 
Reinvestment Act is not one of the 
causes of the current crisis.’’ 

And then Alan Greenspan, the former 
Chair of the Fed, pointedly did not 
blame the Community Reinvestment 
Act or low-income borrowers. In fact, 
his statement was, ‘‘The evidence 
strongly suggests that without the ex-
cess demand for securitizers, subprime 
mortgage originators’’—undeniably the 
original source of the crisis—‘‘would 
have been far smaller and defaults ac-
cordingly far lower.’’ Only 25 percent of 
these subprime loans were made by 
CRA regulated banks. 

I yield to the gentleman from Min-
nesota. 

Mr. ELLISON. So it sounds like, ac-
cording to Mr. Greenspan, that he is 
saying that it was this excessive de-
mand for collateralized debt obliga-
tions, for the credit default swaps, 
which a lot of people would take on 
more risk than they were able to really 
absorb. These things really accelerated 
the financial crisis, according to the 
experts. Is that right? 

Mr. AL GREEN of Texas. Let me say, 
before I make my comment, Mr. 

ELLISON, I want to give you a note of 
appreciation for some legislation that 
you have recently introduced to help 
us cope with some of the problems that 
we are contending with as a result of 
this crisis, some of your work in the 
area with tenants and helping tenants 
who are being evicted, rent paid but 
still being evicted because a person 
who purchased property is in default. 
You are to be highly commended for 
the efforts that you are making to help 
out these tenants. 

But I wanted to make this comment 
with reference to the evidence that is 
out there. The empirical evidence all 
supports the notion that the CRA is 
not at fault. It is unfortunate, as has 
been indicated, that there are many 
who would contend that the CRA is at 
fault; that the CRA ought to somehow 
now be eliminated because it is at 
fault. 

I think that what we should be doing, 
in addition to pointing this out, we 
should also point out that the banks 
that have been good stewards, that 
have been making good, decent loans 
using sound banking policies in areas 
where persons traditionally could not 
acquire loans, these banks ought to be 
commended. We should not allow the 
distractions from the other side to pre-
vent us from giving kudos when they 
are deserved. 

So to all of the banks, those who 
have been making these loans and 
doing so with a good degree of safety 
and soundness, we want to compliment 
you. 

But we also have to remember as we 
do this that, in addition to making 
some of these loans, we had other 
things that were happening that were 
not in the best interest of good bank-
ing, and these are the things that the 
legislation that we passed today out of 
the House, or that we put before the 
House today, is going to address this 
predatory lending that took place. It 
was the predatory lending that was a 
part of the problem, people having to 
get the loans that they did not want. 
Because no one wants a 9 percent loan 
if you qualified for 7 percent or 5 per-
cent. You want the loan that you are 
qualified for. Steering people into the 
higher loans, higher interest rates, so 
as to make more money for the origi-
nator. These are the kinds of things 
that we have to deplore. These are the 
kinds of things that happened chiefly 
with originators that were not regu-
lated by the CRA. 

I will yield back to the gentleman, 
and thank him again for yielding to 
me. 

Mr. ELLISON. Certainly. And I just 
want to raise this issue, if either gen-
tleman would care to comment. While 
it is obviously true that the CRA did 
not cause this financial crisis, I hope 
you don’t fault me too much for stray-
ing away and talking about what I 
think did cause the crisis. 

And what I think caused the crisis, 
clearly, when you have a mortgage 
originator—and many mortgage origi-

nators are good, and I thank the gen-
tleman for pointing out that we are not 
here to indict an entire industry. But 
we are saying that the bad actors, 
there was no cop on the beat here for 
the people who would transgress. That 
when mortgage originators were given 
additional money in order to steer a 
homebuyer who was seeking a mort-
gage to a higher priced loan, that is the 
kind of thing that would get people 
into a whole lot of trouble, particularly 
when that same mortgage originator 
would say, ‘‘Oh, we’ll just do stated in-
come.’’ 

‘‘Oh, you don’t have to verify in-
come.’’ 

‘‘We’re just going to underwrite your 
mortgage during the teaser rate period 
and not during the entire length of the 
loan.’’ 

These are the kind of things that got 
people in trouble. There is one of our 
colleagues that is fond of saying: Oh, 
predatory lending, predatory lending. 
What about predatory borrowing? Have 
you heard this term before? 

Well, predatory borrowing, what hap-
pened is that people would get a finan-
cial incentive to steer you away from 
that lower interest rate loan to that 
higher interest rate loan and keep the 
cream, yield spread premium. This is 
what got people steered to the higher 
priced loans. So that is part of the 
problem. 

The next part of the problem is that 
when those mortgage originators did 
that loan, they could sell it on the sec-
ondary market where it was almost 
never scrutinized as whether it was a 
good loan or bad, that it would just be 
sucked up and it would be packaged up 
into a mortgage-backed security. And 
those mortgage-backed securities 
would be packaged up into 
collateralized debt obligations. And 
some of these loans that were nonper-
forming, and there were large numbers 
of them, people would go out and buy 
insurance or, quote-unquote, insurance 
on these securities, but they were 
never required with these swaps to 
have enough money to cover if in fact 
the value of the security went down. So 
when they started going down and peo-
ple said ‘‘pay me,’’ the companies that 
wrote these swap agreements weren’t 
able to cover; and when they couldn’t 
cover, then some of them started going 
under. 

Mr. AL GREEN of Texas. It is impor-
tant to point out, also, that this credit 
default swap market was not regulated; 
that AIG had about $440 billion plus of 
credit default swaps. 

It is also important to point out that 
the AIGs of the world, in an effort to 
cover themselves, would go to bond 
rating agencies and they were paying 
those agencies to rate these bonds. 
And, in so doing, they were getting 
products that were not totally reliable 
because of the way the payment sys-
tem was working. 

Mr. ELLSWORTH. So you mean to 
say, Congressman, that rating agencies 
would say that this is a AAA product, 
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when in fact there were a lot of prob-
lems with the product. Is that right? 

Mr. AL GREEN of Texas. That is ex-
actly right. 

It also promoted, as a result of this, 
this new industry that AIG became 
sort of the father of, in a sense, or at 
least the biggest benefactor of this 
credit default swap industry, such that 
they could capitalize on what became a 
form of gambling, if you want to know 
the truth. It really was a means by 
which one person was willing to bet 
that a default wouldn’t take place on 
something that a third party was ulti-
mately going to have to pay for at 
some point in time. It really was a lot 
of confusion that was created. 

I would like to say this and digress 
for just a moment, because I think it is 
important. Our chairperson, the Honor-
able BARNEY FRANK, has been wrong-
fully accused in this process. And I 
want to stand and say before the world 
that this is absolutely untrue that he 
is in any way associated with the ills 
that we find ourselves having to cope 
with. 

I say this because at the time when 
all of this was taking place, the per-
sons across the aisle who had the op-
portunity to do something about it, 
they had the House, they had the Sen-
ate, they had the Supreme Court, they 
had the executive branch of govern-
ment, yet they didn’t do anything 
about it. But now that the Honorable 
BARNEY FRANK happens to have some 
influence because he is the chairperson 
of Financial Services, but all of this 
took place before he became chair-
person and, as a result, he is trying to 
clean up something that took place on 
someone else’s watch. 

He is dutiful and mindful of his 
watch, and I think we ought to let the 
world know that he has been a fine 
chairperson who has tried to clean up 
the problems that have been created. 

Mr. CLEAVER. The three of us serve 
together on the Financial Services 
Committee with our chairman, BARNEY 
FRANK, who has been roundly beaten 
about the face and head by some of our 
colleagues and as well as some of the 
talk show folk around the Nation, and 
I think it is important to mention at 
this time that he is an unbending advo-
cate for the Community Reinvestment 
Act. I also take a great deal of joy in 
saying that as a very clear sign that we 
are in fact moving in the right direc-
tion on issues of race in this country. 

When you look at BARNEY FRANK, 
who is not, as the three of us, African 
American, and who has been as strong 
an advocate for equality of lending as I 
have ever seen in my life, and I count 
myself fortunate to have had the op-
portunity to serve with him. But I 
think it might be of some value for me 
to mention, and I think the two of you 
mentioned earlier, that BARNEY FRANK 
has been chair 2 years and a little more 
than 100 days, and so all of a sudden 
the blame has been pushed on him, and 
secondarily us, for causing a crisis and 
blaming a bill that was actually passed 
in 1977. 

The truth of the matter is many peo-
ple believed, and they were led to be-
lieve, that these were new homebuyers 
rushing out to buy homes. From 1998 to 
2007, 50 percent of the subprime loans 
were refinancings. They were people 
who simply refinanced their homes and 
fell victim to an exotic product. So 
these are people who already had loans 
and there were crooks out there ready 
to take advantage. 

By the way, the three of us were in a 
hearing today trying to stop another 
problem from arising. There is no lack 
of ingenuity for wrongdoers, and there 
are people now ready to take advan-
tage of people trying to get their mort-
gages modified and they are doing all 
kinds of tricks. 

So I am pleased that we have this op-
portunity to stand before our col-
leagues and you, Mr. Speaker, to try to 
clear up the problems that have been 
created by people who have given the 
wrong information about the Commu-
nity Reinvestment Act. 
TESTIMONY OF HON. MARC H. MORIAL, PRESI-

DENT AND CEO, NATIONAL URBAN LEAGUE, 
OCTOBER 16, 2008 
Chairman Dodd, Ranking Member Shelby, 

thank you for this opportunity to testify 
today to set the record straight about what 
I call the Financial Weapon of Mass Decep-
tion: the ugly and insidious and concerted ef-
fort to blame minority borrowers for the na-
tion’s current economic straits. 

This Financial Weapon of Mass Decep-
tion—as false and outrageous as it is—has 
taken hold, thanks to constant and orga-
nized repetition and dissemination through-
out the media and political circles. 

This is not a harmless lie, an innocuous 
stretching of the truth for some fleeting po-
litical advantage. It is an enormously dam-
aging and far-reaching smear designed to 
shift the blame for this crisis from Wall 
Street and Washington, where it belongs, 
onto middle class families on Main Street 
and Martin Luther King Boulevard who are 
most victimized by their excesses. 

For years, the National Urban League and 
others in the civil rights community have 
raised the red flag and urged Congress and 
the Administration to address the predatory 
lending practices that were plaguing our 
communities. For example, in March of 2007, 
I issued the Homebuyers Bill of Rights in 
which I called upon government to clamp 
down on predatory lending and other prac-
tices that were undermining minority home-
buyer. Unfortunately, my call went 
unheeded until disaster struck. 

Now that disaster has struck, many of 
those who caused it are trying to blame the 
minority community and measures that 
helped to clear the way for qualified minori-
ties to purchase homes—most notably the 
Community Reinvestment Act (CRA). In 
fact, it was the failure of regulatory policy 
and oversight that led to this debacle. 

Let’s start with the plain and simple facts: 
1. Wall Street investors—not Fannie Mae 

and Freddie Mac—were the major pur-
chasers/investors of subprime loans between 
2004 and 2007, the period for which this data 
is available. 

2. While minorities and low-income bor-
rowers received a disproportionate share of 
subprime loans, the vast majority of 
subprime loans went to white and middle and 
upper income borrowers. The true racial di-
mensions of the housing crisis have been re-
ported in a number of outlets, including the 
New York Times. 

3. African-Americans and Hispanics were 
given subprime loans disproportionately 
compared to whites, according to 
ComplianceTech, leading experts in lending 
to financial services companies. Also, Afri-
can-American borrowers are more than twice 
as likely to receive subprime loans as white 
borrowers. 

Furthermore, according to a detailed anal-
ysis by ComplianceTech: 

In each year between 2004–2007, non-His-
panic whites had more subprime rate loans 
than all minorities combined; 

In 2007, 37.3% of African American bor-
rowers were given subprime loans, versus 
14.21% of whites, according to 
ComplianceTech. More than 53% of African- 
American borrowers were given subprime 
loans compared with 21% of whites, accord-
ing to the National Urban League’s Equality 
Index published in our 2008 State of Black 
America report; 

The vast majority of subprime rate loans 
were originated in largely white census 
tracts, i.e., census tracts less than 30% mi-
nority; 

The volume of subprime rate loans made to 
non-Hispanic whites dwarfs the volume of 
subprime rate loans made to minorities; 

In each year, the white proportion of 
subprime rate loans was lower than all mi-
norities, except Asians; 

Upper income borrowers had the highest 
share of subprime rate loans during each 
year except 2004, where middle income bor-
rowers had the highest share; 

Contrary to popular belief, low income bor-
rowers had the lowest share of subprime rate 
loans; 

It is becoming clearer everyday that a 
large number of people who ended up with 
subprime loans could have qualified for a 
prime loan. That’s where the abuse lies; 

Non-CRA financial services companies 
were major originators of subprime loans be-
tween 2004 and 2007, the period for which data 
is available. 

These facts are unequivocal. They are 
clear. They are indisputable. 

Yet these facts are being buried in an ava-
lanche of false accusations, scapegoating and 
downright lies being spread by the purveyors 
of the Financial Weapon of Mass Deception. 
Conservative commentators from Fox News 
commentator Neil Cavuto to ABC News ana-
lyst George Will to Washington Post col-
umnist Charles Krauthammer have fanned 
out across the airwaves, talking points in 
hand, telling the world that this crisis is 
NOT the result of a failure of regulation but 
the fault of minority borrowers who bit off 
more than they could chew. 

Charles Krauthammer tells us that ‘‘[f]or 
decades, starting with Jimmy Carter’s Com-
munity Reinvestment Act of 1977 . . . led to 
tremendous pressure to . . . extend mort-
gages to people who were borrowing over 
their heads. That’s called subprime lending. 
It lies at the root of our current calamity.’’ 

George Will tells us that regulation: 
‘‘criminalize[d] as racism and discrimination 
if you didn’t lend to unproductive borrowers. 
Fannie Mae and Freddie Mac existed to gib-
ber—to rig the housing market because the 
market would not have put people into 
homes they could not afford.’’ 

And even right here in the halls of Con-
gress, echoes this same, false refrain, as we 
heard from Rep. Michele Bachmann of Min-
nesota (R–Minn), who added Congressional 
weight to this myth when she quoted an In-
vestor’s Business Daily article from the floor 
of the House that said banks made loans ‘‘on 
the basis of race and little else.’’ 

As seen in the attached internet blogs from 
highly trafficked sites, this baseless blame 
game has turned into vicious attacks on Af-
rican-Americans, Hispanics, Jews and Gays 
and Lesbians. 
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In the last few weeks, I have undertaken 

an aggressive campaign directed at the na-
tion’s financial leaders to dispel this myth. 
In letters to Treasury Secretary Henry 
Paulson and Federal Reserve Chairman, Ben-
jamin Bernanke, I have asked that they both 
publicly refute claims by some conservative 
pundits and politicians that most of the de-
faulted subprime loans at the root of the cri-
sis were made to African-Americans, His-
panics and other so-called ‘‘unproductive 
borrowers.’’ 

On the basis of hearsay, rumors and misin-
formation, seeds of division are being sown 
all across the United States in a volatile po-
litical environment where Americans are 
terrified by the economic situation. History 
provides too many lessons on the con-
sequences of singling out only certain seg-
ments of the population as culprits for a 
country’s woes for us not to do all within our 
power to stop this ugly and insidious smear 
campaign in its tracks. 

I urge you, in the strongest possible terms, 
to join me in standing up to this big lie, this 
Financial Weapon of Mass Deception. It is 
your duty to stop the precious waste of time 
and energy being spent on blaming the vic-
tims and force a healthy debate on what 
must be done to curb too much Wall Street 
greed and too little Washington oversight. 
This hearing is an important step toward 
that end and I applaud you for holding it. 

I call upon you to join with me to ensure 
that innocent people in our community who 
look to you for protection are not further 
scapegoated, victimized and exploited by un-
scrupulous and greedy players and those who 
do their bidding. 

I call upon you to not allow yourselves to 
be distracted by the attempts to undercut 
the Community Reinvestment Act and un-
dermine regulatory reform. 

I call upon you to stay focused and to take 
strong and positive steps to strengthen our 
communities and the nation’s financial foun-
dation through regulatory reform. 

I call upon you to do your part to disarm 
this false and dangerous Financial Weapon of 
Mass Deception. 

In this time of global crisis, we must bring 
Americans together and not continue to di-
vide ourselves with false racial arguments. 

Please enter my testimony into the record. 

BOARD OF GOVERNORS OF THE FEDERAL 
RESERVE SYSTEM 

DIVISION OF RESEARCH AND STATISTICS 

Date: November 21, 2008. 
To: Sandra Braunstein, Director, Consumer 

& Community Affairs Division. 
From: Glenn Canner and Neil Bhutta. 
Subject: Staff Analysis of the Relationship 

between the CRA and the Subprime Cri-
sis. 

Summary: As the financial crisis has un-
folded, an argument that the Community Re-
investment Act (CRA) is at its root has 
gained a foothold. This argument draws on 
the fact that the CRA encourages commer-
cial banks and savings institutions (banking 
institutions) to help meet the credit needs of 
lower-income borrowers and borrowers in 
lower-income neighborhoods. Critics of the 
CRA contend that the law pushed banking 
institutions to undertake high risk mortgage 
lending. 

In this memorandum, we discuss key fea-
tures of the CRA and present results from 
our analysis of several data sources regard-
ing the volume and performance of CRA-re-
lated mortgage lending. In the end, our anal-
ysis on balance runs counter to the conten-
tion that the CRA contributed in any sub-
stantive way to the current crisis. 

BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM, 

Washington, DC, November 25, 2008. 
Hon. ROBERT MENENDEZ, 
U.S. Senate, 
Washington, DC. 

DEAR SENATOR: Thank you for your letter 
of October 24, 2008, requesting the Board’s 
view on claims that the Community Rein-
vestment Act (CRA) is to blame for the 
subprime meltdown and current mortgage 
foreclosure situation. We are aware of such 
claims but have not seen any empirical evi-
dence presented to support them. Our own 
experience with CRA over more than 30 years 
and recent analysis of available data, includ-
ing data on subprime loan performance, runs 
counter to the charge that CRA was at the 
root of, or otherwise contributed in any sub-
stantive way to, the current mortgage dif-
ficulties. 

The CRA was enacted in 1977 in response to 
widespread concerns that discriminatory and 
often arbitrary limitations on mortgage 
credit availability were contributing to the 
deteriorating condition of America’s cities, 
particularly lower-income neighborhoods. 
The law directs the four federal banking 
agencies to use their supervisory authority 
to encourage insured depository institu-
tions—commercial banks and thrift institu-
tions that take deposits—to help meet the 
credit needs of their local communities in-
cluding low- and moderate-income areas. 
The CRA statute and regulations have al-
ways emphasized that these lending activi-
ties be ‘‘consistent with safe and sound oper-
ation’’ of the banking institutions. The Fed-
eral Reserve’s own research suggests that 
CRA covered depository institutions have 
been able to lend profitably to lower-income 
households and communities and that the 
performance of these loans is comparable to 
other loan activity. 

Further, a recent Board staff analysis of 
the Home Mortgage Disclosure Act and other 
data sources does not find evidence that CRA 
caused high default levels in the subprime 
market. A staff memorandum discussing the 
results of this analysis is included as an en-
closure. 

As the financial crisis has unfolded, many 
factors have been suggested as contributing 
to the current mortgage market difficulties. 
Among these are declining home values, in-
centives for originators to place loan quan-
tity over quality, and inadequate risk man-
agement of complex financial instruments. 
The available evidence to date, however, 
does not lend support to the argument that 
CRA is to blame for causing the subprime 
loan crisis. 

Sincerely, 
BEN BERNANKE. 

Mr. Speaker, I yield back the balance 
of my time. 

f 

MESSAGE FROM THE SENATE 
A message from the Senate by Ms. 

Curtis, one of its clerks, announced 
that the Senate has passed a bill of the 
following title in which the concur-
rence of the House is requested: 

S. 896. An act to prevent mortgage fore-
closures and enhance mortgage credit avail-
ability. 

The message also announced that 
pursuant to Public Law 110–229, the 
Chair, on behalf of the Republican 
Leader, announces the appointment of 
the following individual to be a non- 
voting member of the Commission to 
Study the Potential Creation of a Na-
tional Museum of the American 
Latino: 

Sandy Colon Peltyn of Nevada. 
The message also announced that 

pursuant to section 276d–276g of title 
22, United States Code, as amended, the 
Chair, on behalf of the Vice President, 
appoints the following Senators as 
members of the Senate Delegation to 
the Canada-United States Inter-
parliamentary Group conference during 
the One Hundred Eleventh Congress: 

The Senator from Alabama (Mr. SES-
SIONS). 

The Senator from Maine (Ms. COL-
LINS). 

The Senator from Ohio (Mr. 
VOINOVICH). 

The message also announced that 
pursuant to Public Law 106–286, the 
Chair, on behalf of the President of the 
Senate, and after consultation with the 
Republican Leader, appoints the fol-
lowing Members to serve on the Con-
gressional-Executive Commission on 
the People’s Republic of China: 

The Senator from Tennessee (Mr. 
CORKER). 

The Senator from Wyoming (Mr. 
BARRASSO). 

f 

HEALTH CARE 

The SPEAKER pro tempore (Mr. 
DRIEHAUS). Under the Speaker’s an-
nounced policy of January 6, 2009, the 
gentleman from Texas (Mr. BURGESS) is 
recognized for 60 minutes. 

Mr. BURGESS. I thank the Speaker 
for the recognition. 

Mr. Speaker, I thought I would come 
to the House floor this evening and 
talk for just a little while about health 
care, because there is a lot of talk 
going on about health care in this Con-
gress, a lot of talk about the bills that 
we will see, we haven’t seen, and bills 
that we may not see. 

I wanted to point out to the Members 
that yesterday I introduced a bill, H.R. 
2249, which is a bill I had actually in-
troduced in the previous Congress. It is 
the Health Care Price Transparency 
Promotion Act of 2009, updated from 
the last Congress and reintroduced this 
year. I urge Members on both sides to 
take a look at this because, after all, 
we hear a lot about the concept of 
transparency these days, and it is im-
portant for our constituents, for our 
consumers, for our patients in our dis-
tricts to be able to access clear and 
timely information about physicians, 
hospitals, health care facilities in their 
areas, and understand and do some re-
search on their own to find out which 
are the best facilities for them to use 
when they have occasion to need a doc-
tor or a hospital. 

b 1845 

So as we talk about health care—and 
it was, of course, all of the discussion 
during the Presidential campaign last 
year—I would just point out that there 
are good ideas that are coming from 
both sides of this House of Representa-
tives. Certainly, Democrats are not the 
only ones with ideas on health care. 
There are Republican ideas. There are 
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